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CERTIFIED M I L  

Gentlemen : 
I ,  

We have consj.cerea your app; icat io~i f o r  t ax  e x e r r ~ t  s t a t u s  unoer I n t r - . + r '  
Revenue Code Sect ion 501(c)(6).  

The ev idenct  oreseoted dis:loses t h a t  you here incorporatec .jn  
 i n  t l i c  S ta tc  o f   ,  

The purpose f o r  nhlci- the r ~ r p o r d t i o n  i c  orgarl i ter l  sre: 

t o  operate ;LI the  L,rneral t ~ e t t c r n ~ e n t ,  development, and enhanc.: 
o f  f ranchisees and t o  t rqnsac t  31-1y dnd a l l  l a w f u l '  business fo r  ,+ 

corporat ions may be incorpo; d t  ed under t h l s  chapter, 

Your bylaws s t a t e  unoer membership, Ar t l c l e  I ,  Scct ian 1. Gualif icai; ir>-,- ' 

"any pelson, f i r rr ,  o r  corpora t ion  engacjea i n  a franchised business dl:.,:.' - -  
v t i  tn  

Un your a p p l i c a t i o n  you s t a t e ,  ggThic, o rgan iz i i t lon  was organizer  . 
 as a means by which  t'ranchise cwrlers . -. 

get tobether  t o  share mutual concerns, criscuss protlenrs, and snare i.tie:- . 
Sect ion 501(c) (6)  of  t he  Code provl.ces f o r  the exemption :ram 
income tax of busincss leacjues no t  o r f jan i ted  f o r  p r o f i t ,  nc p a r t  o f  '*' 

e a r n i n r ; ~  o f  which i nu res  t o  the b e n ~ f i t  o f  any p r i v a t e  sbarehol': 
i n a i v i o u a l .  

Sect ion 1.501 ( c )  (6)-1 of t ' ie  lncu~re  Tax R e p l a t i o n s  def ines n '-16r (. C , 

leasue as an ascoc ia t i on  o f  persons having sorre ccmmon business i n ,  . 
the puIpose of  ivtlich i s  t o  ;remote sbch common i n t e r e s t .  I t s  ac t  :: 
st \o t~ l r j  be a i r e c t e d  towards the improvement o f  business condit i :ns i n  $ -  

n:ort l i n e s  of t,;i~ess as o i s t i ngu l shed  from the  performance c C  car'.' 
serv ices f o r  i n a i v i d u a l  person. 



iievenue ruling 67-77 1967-1 C.B. 138 described an association of d e a l z r ~  
se l l ing  a particular make of automobile which engaged !in financing gene:::.- 
advertising campaigns to promote the sa le  of that particular make. T 1 - . .  

organization was held not t o  be exempt. 

In Pepsi - Cola Bottlers '  Associatim v United States, 369 F 2d 250 
the court helc tha'. an association of the bottlers of a particular branc I:+ 

so f t  d r i n k  were promoting a l ine  of business. The government's ac t ic r  . I , -  

the decision s ta tea  that the service believed the Court to  be in  error :I-; 

holding that an organization engaged i n  promoting the more e f f i c i v ~ t  
proauction ana sale of a franchised product is engaged i n  advancing a tl:I..-,c 
of business," in  view of the regulations which provide tha t  SL?*. 
organizations are of the same general c lass  as a board of trade or char::?:. 
of commerce. 

The Supreme Court wishing to resolve the conflict  comming out of Pep$ -. -- --.- Cola bo t t l e r ' s  Association v. United States ruled i n  the case of Natil: . 
T z v E - ~ f s  Association v .  U.S., 440 U.S. 472 (1979) thE1!--- 
association o f  a particular brand name of muffler dealers does not aual:. 
for exemption because the association is not engaged i n  the improvemer>f - .  
business conaitions of a l ine  of business. They stated in sum1'. . . - , - ' I ?  
ais t indt ion drawn here, that a tax exemption is not available t o  a i d  r r , , : l  

Group i n  competition w i t h  another w i t h i n  an inCustry,. is b u t  a p a r t i c u l ? ~  
manifeshation of an established principle of tax administration.. ." 
Accordingly we hold that you do not meet the 'Qbalifications of  :-n 

organizatign oefim d unoer section 501(c) (6) of the Iilternal Revenue Cc:: . 
or i n  any other related paragraph of I R C  501(c). 

You are required to f i l e  3 tsxable return Form 1120 or 1041 w i t h  :;.-c 

Dist r ic t  Girector of Internal Revenue Service. Please serlo the return ji.:. 

the Internal Revenue Service, P.O. box 1680, Cmeral Post gf f ice ,  Brookl:,:-, 
NY 11202. 

I f  you do not agree w i t h  t h i s  determination, jou  may request a Conferen?.: 
with the Regional Girector of Appeals by protesting in accordance w i t h  ': 
encloseo instructions w i t h i n  30 days. 



Pro t e s t s  submi'ct.i?c; which do not contain all the documentation stated iq . A 

instruct  i (;ns will be ret-urneo for completions. 

If we oo not  hcar frc16 you w i t h i n  t ha t  time, t h i s  determination w i l l  
final . 

Sincerely yours, 

Enclosure: Pub. 892 




